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| 19 SEP 1960 
| MEMORANDUM FOR: Assietent Director, Rationel Estinsates 
| ATEENETON : Chief, Far Bast Staif, ORE 
SUBJECT : Economic Aspects of the Departure of Sovied Yechniciens — 
from Communist Chian 
25X1A9a 


1. his memorandum was prepared in reaponse to eee recent 
vyerbel request for kndditionsl comment on the economic aspects of the 
current departure of Soviet techaiciens from Communist Chine. 1% 

nate forth ORR's (a) estimate of the current status of Soviet technicians 
tn Communist China, and (b) anelysis of ressone for the yaoently 
reported departure of these teennielens in unusually large numbers. 


a i i 


a. the Current Stetua of Hoviet Tecinietans in Comumist China. 





Reliable observers in FPelping have eont immed that sn 
unusually large number of Soviet citizens Left Peiping by train for 
the USSR during August 1960; some were economic technicians vho left 
vefore the end of their scheduled tour af gutsy, It 49 dtfficult to 
go beyond this general statement from. currently avallable information. 
It is unknown how many of the departures were economic technicduns, and 
| ' how many were Soviet citizens on otnar business, euch as entertainers, 
teachers, trade officials, and military advisers. The scale of the 
movenont is unclear. Reported estimates range from 350 techniciange 


25X1X7 plus dependents to several thousands presumably including dependents. 
Late in. August, estimated thet « mininun 
of "something over lL, Viet Left in the previous 


four weeks and that departures were continuing. It is know thet 
some additionel technicians sré stil coming into Chine fron the USER. 
GRR hed tentetively estimoted before the exodus that there were 1,000 
to 2,000 Soviet technicians in Chia. 





A key question ie whether technicians who Left wmexpectedly 
did so at the uniletersl request of either the USSR or Conmumict Chine, 






25X1D1a oy as a reault of a j Hat their services were no longer 
cies > essential. 
& NSA 
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SA 25X1a Whether thia carefully 
correct procedure was still being followed in July and August, 
after the Sina-foviet political relationship worsened, is unknown. 

1D1a 

SA 25X1a 


bb, Possible Reasons for the Exodus. 


Three hypotheses have bean suggested to account for the 
exodus. One, the USSR say have been trying to discipline or warn 
Commmist China by removing all but the most essential Soviet 
technicions. On the other hand Communist China may heve taken the 
tuitietive, following a polities] decision to reduce sharply China's 
reliance on the USSR. Third, there may have been ordinary economic 
vessons which acemmt for a conglderable portion of the departures. 


The atrained nature of the politice] reletionship 
between the USSR and Communist China in recent months strongly 
suggests thet the exodus is related to the first hypothesis. & far, 
in the absence of indications that essential doviet technicians have 
been withdrawn, ox that severe economic sanotions have been applied, 
it appears thet any Soviet pressure hes been gentle, amounting to 
a werning rather than punishment. do long as the USSR believes thet 
there remeins any chenee of potching up ite quarrel with Communist 
Ching, it probably will continue to avoid using heavy-handed coercion, 
which might or might not work even in the ahort run when applied 
agsinat & group aa proud as the leadership in Comaunist China, and 
whieh vould certainly have long-term adverse effects on the Bino- 
Soviet relationship. Nevertheless, should the Soviet Union desire 
to step up the pressure, it could withdraw remaining sdvisers, stop 
the flow of blueprints and informetion on advanced technology, 
discontinue the training of Chinese workers, students, and researchers 
in the USSR, cut off shipments of machinery end aquipment to China 
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end purchases from China, and coerce the Eurepean Satellites in'to 
following suit. fhe aerlous effects such measures would have on 
Commmist China's economic development program are deseribed in 
en erticle om pp. 1-3 in Part TI of the Current Intelligence 
Weekiy Review for 1 September 1960. 


There is little firm evidence yet for the second 
hypothesis ~- that the Chinese havé made « political decision to 
get slong with the absolute minimus of Soviet technicians, even at 
substontiel, economic coat -~ but it appears that the theme of “szalt- 
reliance” ia receiving great enphesis in current Chinese pronouncements. 
Although the Chinese may be advancing the date et which they will 
feel independent of much of the Soviet assistance, it dees not 
appear thet the Chinese heve moved to eject those Soviet experts 
considered of vital ioportance. 


There le considerable evidence to support the third 
hypothesis -~- of normal economic causation -~ which, however, cennot 
fully account for the large seele of the reported excdus. ‘The USER 
delivered an unusually large amount of capital equipment to Communist 
China. in 1959, and meny of the technicians who went along to help 
install the equipment might plausibly neve completed thelr aseignments 
by mid-1960. (Fluctuations in the Soviet aid program to China 
are analyzed in an attached note). Another relevant factor is the 
isng-stending policy, subscribed to by both the USSR and Ghins of 
keeping the alive of the Soviet advisory group to a minim, and 
of turning over responsibilities to qualified Chinese as 
possible. 





2. In sum, OBR believes that en unusually large, but unknown, 
nunber of Soviet technictans left Communist Chine in August 1960, some 
on short notice. A plausible explanction is thet the USSR has been 
withdrawing all but the most essential technicieus, as « reminder to 
Chine of ita dependence on the USSE for technological suport. We 
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believe, however, thet the departures cen, in part be explained 
on economld grounds, particularly because of cs an ios 
mony aid projects, and thet it would be premature to interpret 
the departures cs evidence of a serloug reduction of Soviet 
support of China's. economic development. 
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Attachmerrt Ll. 


Note on the Saviet Program to Help Commmist China Industrialize end 
the Departure of Soviet Tuchnictans 


i. Recently avellable statistics on trade between the USER and 
Communist China in 1999 shed some light on reports that Soviet 
economic technicians were departing Chins in large numbers during 
August 1960. Although the data doea not fully eccout for reperts 
that a miss exodus has octurred, it. indicates thet an unusually 
darge nuber of contracts of Soviet techniclang might have been. 
scheduled to terminate in mid-1960, 


e. Moscow has published statistics waich place a value on 
Soviet exports of complete factory installations te Chine in 1959 
of 1,599 million rubles, or the equivalent of US $400 willion ut the 
efficial rate of exchange. This mnount is greater then the US $300 
witlion previcusly estimated by ORR and is 2.4 times as great as the 
yalue of similar exports in 1958. "Complete installations" is a 
category of trade including machinery used to equip “Sovietb-aia” 
projects -- the electric power plants, steel complexes, of} and 
ehemiaal refineries, and larje mechine-building fuctories that are 
the backbone of Chine's industrialization progrem. A lerge ouuber 
of Soviet technicions would have been needed to supervise installation 
of the $hoo million worth of factory ayuipment which the goviet Union 
shipped to Chine lest year. Hecanse the inetelletion of equipment 
ia a relatively short-term assignment, miny of these men presumably 
_ would hove completed their jobs and be ready to return home by 
mid-1960. 
3. The sherp increase in Soviet exports of complete factory 
inatealletions to Chins in 1959, as compared with previous years, 1s 
ghown in the following tabuletion, which lists such exporta for 
1950-59, in million US dollars: 


1950 ~ I A955 


- bee 
1991 + 32 1956 - -17 
1952 - ; LOST « 267 
1953 ~ 4g 4958 ~ 166 
igh + 93 1939 = 


1990-59 totel - 1,350 
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h. Whether Cammmisat China was planning to import more or lass 
eapitel equipment froa the USSR in 1)60 than in 1999 cannot be 
definitely determined from available dete on trade and industrial 
construction activity In Chine. It may be deduced from the past 


progress of the Seviet aid program and future coumltments under it 


that 1959 was planned to be a peak year. The over-all 21d progran 
may be divided into two programs. The first, drawn up in qpreenents 
signed between 1950 end 1956, provides for delivery of $2,029 
million worth of equipment for 166 projects to be constructed in 
Chine, primarily during ite Firat snd Second $-Year plans (1953-62). 
A second program, announced in 1959 end early 1959, primarily 
covers Soviet comathments for support of industrial development in 
Ching during ita Ybird 5-Year Plan (1963-67). Under the second 
program, the USSR pramised to deliver to Chins equipment of unstated 
value for 4T projects, and $1,250 million worth of equipment for 

13 projects, by 1967. Because of the long leed time neeiad to plan, 
desian, and prepare ites for large complex fectorles, probably few 
of the projects under the second program will be ready ta receive 
much equipment before 1963. Therefore, during the period 1960-62, 
Soviet capltal equipment deliveries to China will consist mostly 

of obligstions remaining under the first program. This remainder 
wes $675 million at the end of 1959 ($2,025 million less $1,350 
wilt ion) , or $225 milion per year if evenly distributed from 1960 
through 1962. ‘fhe above date is recepitulated in the following 
list of aversge annual exporta of complete factory Installations from 
the UZSR to China, setund end scheduled, in million US dollars: 


1950452 ~ 25 average per yer 
1953-57 - ibe average per year 
1955 166 
2959 - hoo 
196-62 ~ 225 average per year 
1963-67 - c5O average per yeer 


The average amnuel volume of deliveries scheduled for 1960-62 could 
turn out to be higher than $25 willion if deliveries ure made under 
the second program before 1363; similarly, if net additions ware later 
made to the second program, the sehedule for 1963-67 could be higher 
than $250 million. So far as 1960 is concerned, the above deta 
suggest that the smount of factory installations scheduled for export 
to Chine in 1960, and the planned requirements for -installation 
engineers, was substantially less than in 1959. 
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